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absolute-income-shortage theory in reserving judgment as to whether the plan 
will ultimately require some permanent inflation or not. 

There are two glaring omissions. The authors make no attempt to answer the 
obvious queries: “If instalment buying is a mere palliative because it cannot sup- 
ply an endlessly increasing amount of credit, how can this plan do more?” and 
“Why will not this plan merely level out industrial activity at a point midway 
between the present peaks and depressions?”’ To answer this last satisfactorily, 
use must be made of some elements in the despised orthodox theory. It is 
clear, also, that the effects of particular fiscal policies need more detailed study: 
A matter on which the Pollak Foundation will no doubt publish further re- 
searches. In general, the program seems sound, and can stand without the less 
sound features of its supposed theoretical foundation. 

The authors will presumably hold fast to this original theory, because it is ap- 
parently the road by which they reached their present conclusions, even though 
others might reach them by a more generally acceptable route. One is reminded 
of the history of Ricardo’s labor theory of value. Ricardo ultimately included 
all the elements of a general cost-of-production theory, but admitted them as 
qualifications only, and handled them in such a way as to minimize their signifi- 
cance. The logical Marxian deductions he did not draw. And he later pri- 
vately admitted that if he were to rewrite his theory, he would recast it from the 
beginning, so as to make these qualifications integral parts of the structure. The 
authors of The Road to Plenty have apparently gone some distance on a similar 


road. Will they ever take the final step? 
J. M. CuarKk 


The Industry and Trade of Japan, by S. Uyehara. London: P.S8. King and Son, 

Ltd. 1926. 321 pp. 

The purpose of this book is, according to the author, to present “‘an authorita- 
tive account”’ of the development of the industry and the trade of Japan during 
the past half century, ‘‘which is not otherwise readily obtainable.” The need for 
such a work is obviously great. There are a large number of books on Japan, but 
to the serious student seeking intelligent and sympathetic treatment of the 
industrialization of Japan they are entirely inadequate. It cannot be said that 
the present author fully realizes his ambition and satisfactorily fills the need that 
exists, but it may be said that his Industry and Trade of Japan is the best book of 
its kind that is available in English at the present time. His section on Repre- 
sentative Industries is his best. 

The great fault of the book lies in the treatment of the material at hand. The 
author has collected and assembled a great mass of undigested statistical mate- 
rial, which as it stands, is little more useful to the reader than in its original state 
in the three or four yearly statistical reports published in English by the various 
departments of the Japanese Government, where most of it can be found. If he 
had given a more analytical treatment to his material, eliminated the bulk of the 
tables and replaced them by charts, he would have made his study vastly more 
useful and readable and would, I venture to suggest, have been spared one or two 
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errors of judgment of which he is guilty. He has been unfortunately careless in 
the presentation of his statistical material thus lessening its value and at times 
unnecessarily obscuring the meaning. He has persisted in the very elementary 
error of confusing percentages with index numbers in tables, so that increases are 
sometimes overstated by 100 per cent. With some major errors in the first part 
of his book, the author undermines your faith in his work and it is difficult to keep 
on to Part V where his real contribution begins. Itisa pity that he did not omit 
the first four parts and begin the book with Part V on Representative Industries. 

The arrangement of the book follows the usual course. Beginning with an 
introduction which gives a brief survey of Japanese history and the development 
of trade and industry following renewed intercourse with the world, it passes to 
Part II which is an analysis of capital investment as an index of the extent and 
nature of the industrial development in the past half century. Part III is 
devoted to labor conditions and the background of agriculture. It is in this 
section that the author shows himself to be out of touch with conditions of agri- 
culture. To anyone who has recently been in Japan, his statement that land is 
becoming more evenly divided among those engaged in agriculture is startling; 
and his conclusion that agricultural labor is tending to get a more direct interest 
in the land as tenant farmers is more startling. Asa matter of fact the reverse is 
more nearly true. The independent farmer cultivating his own land has shown a 
decided tendency to decrease in number, while the number of tenant farmers and 
those farmers who are owner cultivators but who must also lease land has been on 
the increase. The tenant farmer class is therefore increasing at the expense of 
the independent small owner cultivator. The Government is encouraging 
tenant farmers to purchase land, by making loans at lower rates of interest than 
prevail in the market, but the amount of money appropriated is very small and 
the number of tenants becoming independent is insignificant. There is nothing 
to indicate that agricultural labor is as a whole bettering its position in relation to 
the land. Comparison of the author’s table classifying the number of families 
engaged in agriculture with the official figures in the Statistical Abstract of the 
Department of Agriculture and Forestry of Japan shows that he has been led into 
this error through faulty translation. 

Conclusions with respect to the number of people in agriculture are also in 
error. There are no figures available for this item and the author has arrived at 
an estimate by multiplying the number of families engaged in agriculture, by the 
average number of persons per family in Japan, an obviously unsatisfactory 
estimate, because the number of households especially in a country like Japan, 
does not increase at anything like the same rate as the population. The average 
number of persons per family is also probably greater in the rural communities 
than the average for the whole country. From this estimate applied over thir- 
teen years, the author finds the agricultural population decreasing both relatively 
and absolutely and states that ‘Japanese agriculture is faced with the serious 
problem of how to retain a sufficient number of workers to maintain production at 
the present level.’”’ Japan has never been faced with the serious problem of how 
to keep a sufficient population in agriculture. The situation has been rather the 
reverse. Sons and daughters have been sent into factories because agriculture 
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could no longer support them. The cry of the industrialist has been against the 
large labor turnover due to the inevitable return to the farm. Japan is now, 
after half a century, building up a permanent labor supply for her industries. 
But she has not robbed her agriculture to do it, although factory labor is largely 
rural. Agriculture can no longer support the increasing population. Agricul- 
tural wages have gone up with the general rise in wages, such as it is, but that 
does not signify a shortage of people in agriculture. 

Part IV deals with foreign trade and the change of Japan’s position in world 
trade from an importer of finished goods to an importer of raw materials following 
the natural sequence of nations passing through the industrial revolution. Part 
V treats of the most important industries that have been developed, namely, silk, 
cotton and the other textiles, mining, engineering, railways, shipping, electricity 
and sugar. Part VI sums up the strength and weaknesses of Japan’s position as 
an industrial nation. 

The thesis of the book is that Japan has developed her industries by imitating 
western methods and adopting western machinery; that she has reached her 
present state of development largely through the impetus of two victorious wars 
of her own and the unprecedented opportunity offered by the Great War; that her 
present and future development are limited by a great lack of important raw 
materials, low efficiency and lack of technical skill. The author then launches 
into the worn out theory that Japan’s great asset is her abundant cheap labor. 
He says, ‘‘Low wages and long working hours compensate to a certain extent for 
the high cost of raw material and other costs of production,” and that ‘‘Long 
hours and low wages are essential for the Japanese industry.”’ He lays the 
decline of each industry to the rise in wages. He shows how the cotton industry 
has been placed at a disadvantage by the rise of wages, he shows the same for 
shipping and for petroleum and for copper. Then he has a complete change of 
heart and states that, ‘“‘It must be taken into account that higher wages do not 
necessarily result in higher costs of production, because an increase of wages 
means not only more highly skilled labor, special knowledge and experience, but 
an increase in quality and quantity of production.’”’ Not content to leave it thus 
he returns to his original theme a few pages later, to wit that, ‘‘What has contrib- 
uted to progress all through the last half century is, above all, the fact that 
Japan has possessed abundant cheap labor.”’ 

After showing in many ways that Japan’s future industrially must lie in the 
making of better grades of goods, of more and more refined products, he comes to 
the final conclusion that: 

It is perfectly clear that a country poorly endowed with those important 
resources will never be able to attain equal success in international competition 
with the more favored countries, except in industries which can be undertaken 


without skill and experience, should cheap labor be easily obtainable, as it covers 
to a certain extent the cost of imported raw material. 


He has an opportunity to bring home an important truth which the Japanese 
industrialists in general do not seem to appreciate, that is, that their future lies in 
producing quality not quantity, but he fails at the very point of grasping that 
truth. He therefore leaves you with the feeling that he has learned most of the 
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fundamental economic principles of his subject but that he has been unable to 
codrdinate his knowledge and make it function. The book, throughout, is a 
mixture of surprisingly frank statement of facts generally unpleasant to Japanese, 
of admissions of fundamental weaknesses in the national economy and of failure 
to sense the practical significance of these facts. 

Dorotuy J. ORCHARD 


Ratio Analysis of Financial Statements, by Alexander Wall and R. W. Duning. 
New York and London: Harper and Brothers. 1928. 349 pp. 


When one of the ablest of practising credit men undertakes to make public his 
methods of analyzing business statements, the result is sure to be a valuable 
contribution to the study of credit risks. Mr. Wall, in closing his preface says, 
‘The processes discussed seem to be an advance in analytical technique, but the 
perfect analysis is still somewhat remote.’’ To this reviewer they would seem to 
be an advance of great importance even if their sole function were to focus the 
attention of the analyst on relevant phases of the financial statement which are 
usually overlooked. 

Calling the credit risk as a whole 100 per cent, the authors grant an importance 
of 20 per cent to the cyclical factor, and an importance of 40 per cent to the per- 
sonal factor, which they define as ‘‘honesty of intent and purpose coupled with 
ability of performance.’’ They proceed to devote their book to a consideration 
of the remaining 40 per cent, the strictly financial factor; and, in the summary, 
suggest how it may illuminate the other two. 

The first step in the method is the compiling of all available statements of like 
firms into a common statement. This statement is then reduced to a 100 per 
cent statement, by dividing each item in the asset side and the liability side by the 
total of items on each side respectively. The statement to be analyzed is then 
similarly treated for purposes of comparison. This much of the method has long 
been commonly used by banks. 

The peculiar contribution of the authors, the percentage ratios indicated by the 
title, are as follows: Current ratio, worth to fixed assets, worth to debt, sales to 
receivables, sales to merchandise, sales to fixed assets, and sales to worth. These 
ratios are compiled first from the collective statement to be used as a yardstick, 
then from the individual statement under analysis. A different weight is given 
to each ratio according to the authors’ estimate of its importance; and the whole 
may be reduced to one index number for each statement. The final index is 
obtained by dividing each individual statement ratio by the corresponding ratio 
of the collective statement on a percentage basis, multiplying the resulting figure 
by its weight, and totalling. 

The danger appears to be in the possibility of overstressing the significance of 
this final index number and of the relationship of the ratios as compared with 
those of the collective standard. These figures can be of great value so long as 
they do not blind the analyst to the story that every business statement has to 
tell, especially when it is compared with previous chapters in the history of the 
same business. But if the busy executive is to use these ratios alone as a short 
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